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252.215-7001 [Reserved]

252.215-7002 Cost estimating system
requirements.

As prescribed in 215.408(2), use the
following clause:

CoST ESTIMATING SYSTEM REQUIREMENTS
(OCT 1998)

(a) Definition.

Estimating system means the Contractor’s
policies, procedures, and practices for gener-
ating estimates of costs and other data in-
cluded in proposals submitted to customers
in the expectation of receiving contract
awards. Estimating system includes the Con-
tractor’s—

(1) Organizational structure;

(2) Established lines of authority, duties,
and responsibilities;

(3) Internal controls and managerial re-
views;

(4) Flow of work, coordination, and com-
munication; and

(5) Estimating methods, techniques, accu-
mulation of historical costs, and other anal-
yses used to generate cost estimates.

(b) General. (1) The Contractor shall estab-
lish, maintain, and comply with an esti-
mating system that is consistently applied
and produces reliable, verifiable, support-
able, and documented cost estimates that
are an acceptable basis for negotiation of
fair and reasonable prices.

(2) The system should be—

(i) Consistent and integrated with the Con-
tractor’s related management systems; and

(ii) Subject to applicable financial control
systems.

(c) Applicability. Paragraphs (d) and (e) of
this clause apply if the Contractor is a large
business and either—

(1) In its fiscal year preceding award of this
contract, received Department of Defense
(DoD) prime contracts or subcontracts, to-
taling $50 million or more for which cost or
pricing data were required; or

(2) In its fiscal year preceding award of this
contract—

(i) Received DoD prime contracts or sub-
contracts totaling $10 million or more (but
less than $50 million) for which cost or pric-
ing data were required; and

(ii) Was notified in writing by the Con-
tracting Officer that paragraphs (d) and (e)
of this clause apply.

(d) System requirements. (1) The Contractor
shall disclose its estimating system to the
Administrative Contracting Officer (ACO) in
writing. If the Contractor wishes the Govern-
ment to protect the information as privi-
leged or confidential, the Contractor must
mark the documents with the appropriate
legends before submission.
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(2) An estimating system disclosure is ac-
ceptable when the Contractor has provided
the ACO with documentation that—

(i) Accurately describes those policies, pro-
cedures, and practices that the Contractor
currently uses in preparing cost proposals;
and

(ii) Provides sufficient detail for the Gov-
ernment to reasonably make an informed
judgment regarding the acceptability of the
Contractor’s estimating practices.

(3) The Contractor shall—

(i) Comply with its disclosed estimating
system; and

(ii) Disclose significant changes to the cost
estimating system to the ACO on a timely
basis.

(e) Estimating system deficiencies. (1) The
Contractor shall respond to a written report
from the Government that identifies defi-
ciencies in the Contractor’s estimating sys-
tem as follows:

(i) If the Contractor agrees with the report
findings and recommendations, the Con-
tractor shall—

(A) Within 30 days, state its agreement in
writing; and

(B) Within 60 days, correct the deficiencies
or submit a corrective action plan showing
proposed milestones and actions leading to
elimination of the deficiencies.

(ii) If the Contractor disagrees with the re-
port, the Contractor shall, within 30 days,
state its rationale for disagreeing.

(2) The ACO will evaluate the Contractor’s
response and notify the Contractor of the de-
termination concerning remaining defi-
ciencies and/or the adequacy of any proposed
or completed corrective action.

(End of clause)

[66 FR 36479, July 31, 1991, as amended at 62
FR 40473, July 29, 1997; 63 FR 55052, Oct. 14,
1998]

252.216-7000 Economic price adjust-
ment—basic steel, aluminum, brass,
bronze, or copper mill products.

As prescribed in 216.203-4-70(a), use
the following clause:

ECONOMIC PRICE ADJUSTMENT—BASIC STEEL,
ALUMINUM, BRASS, BRONZE, OR COPPER
MILL PRODUCTS (JUL 1997)

(a) Definitions.

As used in this clause—

Established price means a price which is an
established catalog or market price for a
commercial item sold in substantial quan-
tities to the general public.

Unit price excludes any part of the price
which reflects requirements for preservation,
packaging, and packing beyond standard
commercial practice.
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(b) The Contractor warrants that the unit
price stated for (Identify the item) is not in
excess of the Contractor’s established price
in effect on the date set for opening of bids
(or the contract date if this is a negotiated
contract) for like quantities of the same
item. This price is the net price after apply-
ing any applicable standard trade discounts
offered by the Contractor from its catalog,
list, or schedule price.

(c) The Contractor shall promptly notify
the Contracting Officer of the amount and
effective date of each decrease in any estab-
lished price.

(1) Each corresponding contract unit price
shall be decreased by the same percentage
that the established price is decreased.

(2) This decrease shall apply to items deliv-
ered on or after the effective date of the de-
crease in the Contractor’s established price.

(3) This contract shall be modified accord-
ingly.

(d) If the Contractor’s established price is
increased after the date set for opening of
bids (or the contract date if this is a nego-
tiated contract), upon the Contractor’s writ-
ten request to the Contracting Officer, the
corresponding contract unit price shall be in-
creased by the same percentage that the es-
tablished price is increased, and this con-
tract shall be modified accordingly, pro-
vided—

(1) The aggregate of the increases in any
contract unit price under this contract shall
not exceed 10 percent of the original contract
unit price;

(2) The increased contract unit price shall
be effective on the effective date of the in-
crease in the applicable established price if
the Contractor’s written request is received
by the Contracting Officer within ten days of
the change. If it is not, the effective date of
the increased unit price shall be the date of
receipt of the request by the Contracting Of-
ficer; and

(3) The increased contract unit price shall
not apply to quantities scheduled for deliv-
ery before the effective date of the increased
contract unit price unless the Contractor’s
failure to deliver before that date results
from causes beyond the control and without
the fault or negligence of the Contractor,
within the meaning of the Default clause of
this contract.

(4) The Contracting Officer shall not exe-
cute a modification incorporating an in-
crease in a contract unit price under this
clause until the increase is verified.

(e) Within 30 days after receipt of the Con-
tractor’s written request, the Contracting
Officer may cancel, without liability to ei-
ther party, any portion of the contract af-
fected by the requested increase and not de-
livered at the time of such cancellation, ex-
cept as follows—

(1) The Contractor may, after that time,
deliver any items that were completed or in
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the process of manufacture at the time of re-
ceipt of the cancellation notice, provided the
Contractor notifies the Contracting Officer
of such items within 10 days after the Con-
tractor receives the cancellation notice.

(2) The Government shall pay for those
items at the contract unit price increased to
the extent provided by paragraph (d) of this
clause.

(3) Any standard steel supply item shall be
deemed to be in the process of manufacture
when the steel for that item is in the state
of processing after the beginning of the fur-
nace melt.

(f) Pending any cancellation of this con-
tract under paragraph (e) of this clause, or if
there is no cancellation, the Contractor shall
continue deliveries according to the delivery
schedule of the contract. The Contractor
shall be paid for those deliveries at the con-
tract unit price increased to the extent pro-
vided by paragraph (d) of this clause.

(End of clause)

[66 FR 36479, July 31, 1991, as amended at 62
FR 2614, Jan. 17, 1997; 62 FR 40473, July 29,
1997]

252.216-7001 Economic price adjust-
ment—nonstandard steel items.

As prescribed in 216.203-4-70(b), use
the following clause:

ECONOMIC PRICE ADJUSTMENT—NONSTANDARD
STEEL ITEMS (JUL 1997)

(a) Definitions.

As used in this clause—

Base labor inder means the average of the
labor indices for the three months which
consist of the month of bid opening (or offer
submission) and the months immediately
preceding and following that month.

Base steel indexr means the Contractor’s es-
tablished price (see note 6) including all ap-
plicable extras of § per (see
note 1) for (see note 2) on the date
set for bid opening (or the date of submission
of the offer).

Current labor indexr means the average of
the labor indices for the month in which de-
livery of supplies is required to be made and
the month preceding.

Current steel inder means the Contractor’s
established price (see note 6) for that item,
including all applicable extras in effect

days (see note 3) prior to the first
day of the month in which delivery is re-
quired.

Established price is—

(1) A price which is an established catalog
or market price of a commercial item sold in
substantial quantities to the general public;
and

(2) The net price after applying any appli-
cable standard trade discounts offered by the
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